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GUINEA-BISSAU: ECONOMIC TRENDS 
PART A - Current Economic Situation 


SUMMARY: Overall, 1978 was a period of poor economic per- 
formance in Guinea-Bissau (GB). The foreign trade deficit 
remains large and the balance of payments will continue to 
be under pressure. Due to the 1977 drought, agricultural 
productionand exports decreased significantly. Rice had to 
be imported to augment the low domestic yield. Production 
of groundnuts, the major cash crop and export earner, fell 
sharply. Only palm and timber production increased but 
these two products constitute only a small percentage of 
exports. The value of fish exports fell in 1978 although 
shrimp earnings were Maintained. These natural resources of 
the sea will be a vital part of future progress in economic 
development. State-owned industry remains heavily reliant 
on the GOGB for support. But the extremely limited economic 
infrastructure Of GB makes the future of all industry un- 
certain. Although there are some mineral resources in GB, 
none are yet being exploited though feasibility studies 

are under way. External economic assistance in the form of 
grants, loans, and food is significant and will continue in 
the foreseeable future. Finally, investment in GB will 
remain very limited due to the lack of an investment code, 
and investment plan for development, and the shortage of 
investment opportunities. END SUMMARY 


Foreign Trade. On average, exports covered only one-quarter 
of imports during the past 3 years (1976-78). From 


1977-78, the deficit on the trade balance increased by one- 
half as exports declined by 18 percent and imports rose 

27 percent. During the period April 1978 - March 1979, 

$59 million worth of goods were imported while only $13 
million were exported leaving a trade deficit of $46 million 
for that period. The 1977 drought was largely responsible 
for the 1978 decrease in exports and for the sharp increase 
in imports of foodstuffs, particularly rice, to make up 

for the deficit in domestic production. Due to improved 
weather conditions in 1978, some recovery in agricultural 
output is expected this year, resulting in an increase in 
exports and a decline in imports. But the balance of pay- 
ments is likely to remain under pressure. The trade gap 
will remain large in 1979 requiring a continued substantial 
inflow of capital. 


Portugal, Africa (Algeria, Egypt, Senegal and Nigeria), Cape 
Verde, and the EEC will continue to be the major recipients 

of GB exports. Imports to GB will originate primarily in 
Portugal, Sweden, the EEC, USA, USSR, and other bloc countries. 
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GB is a member of ECOWAS and hopes to share in future 
economic development in West Africa. 


Agriculture. Throughout 1978 and thus far in 1979, the 
GOGB has continued to emphasize agriculture, it being the 
policy of the government to become self-sufficient in food 
production. But uneven weather conditions have drastically 
affected production of agricultural commodities. The 
drought in this region of West Africa was severe in 1977 
with a resultant reduction in agricultural earnings in 
1978. The drought was largely responsible for the sharp 
increase in the import of foodstuffs to make up for the 
deficit in domestic production. It will probably be at 
least the mid-1980's before production levels of groundnuts 
and rice equal those levels which existed in the early 
1960's, prior to the independence war. Until that time, 
foodstuffs will continue to be imported. 


The calamitous lack of rain in 1977 resulted in a poor 

rice crop in 1978; 30,000 tons of rice was imported last 
year by the state-owned Armazens do Povo (People's Stores). 
This 1978 importation was almost wholly financed or donated 
by foreign governments (including PL 480) and was distributed 
and sold via government outlets. Fortunately, the rains 

in 1978 exceeded the annual average rainfall and were better 
distributed over the countryside. Consequently, the rice 
crop for 1979 is quite good. Nevertheless, importation 

of rice continues this year despite the good crop because 
the 1977 drought forced the government to use seed stocks 

in 1978 in order to feed the population. The government 
expects to import 20,000 tons to fill the gap between pro- 
duction and the total amount required of 100,000 tons. 
Again, the GOGB hopes that the imports will be financed or 
donated by foreign governments. 


Thus far in 1979, the rains are late and the prospects for 
another poor crop next year are all too real. In addition, 
farmers are guarding against a repetition of a poor crop by 
planting rice instead of groundnuts, their only cash crop, 
to ensure an adequate food supply. The production of 
groundnuts, the largest export crop and exchange earner, 
could therefore suffer next year. 


In 1978, earnings from groundnut export were only about one- 
half the 1977 level. With this decline in 1978, groundnuts 
accounted for only 42 percent of total export earnings, a 
low percentage compared with the average amount of about 
65 percent recorded in 1975-77. The 1978 crop was only one- 
half as large as the previous crop. Thus, the volume of 
exports in calendar year 1978 was nearly 50 percent less 
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than in 1977. The outlook for 1979 is for a substantial 
recovery due to a good rainy season in 1978. The volume 
of groundnut export in 1979 is projected to be 78 percent 
above the 1978 level though this is still 8 percent below 
the peak level exported in 1977. But just how much of 

a 1979-80 recovery there will be remains speculative due 
to the extensive planting of the alternate crop, rice. 


The favorable factors in 1978 that contributed to the in- 
crease in export quantities of palm products were: the 
availability of quantities produced but not exported in 
1977; the availability of additional workers not required 
for harvesting the reduced groundnut crop; and the intro- 
duction of shelling equipment. Though additional shelling 
equipment is to be purchased this year, it is unlikely that 
the high volume of palm exports achieved in 1978 could be 
maintained because only a reduced work force will be 
available for work in palm products. 


All other products contributed to the remaining 7 percent 
of total exports. The most significant of these products 
were logs, sawn wood, parquet (totaling 35 percent) and 
cashew nuts (37 percent). In 1978, the production and 
export of timber products was 2.1 thousand tons (3.7 
thousand tons in 1976 and 1.8 thousand tons in 1977). The 
outlook shows a significant increase in volume for both 
internal and external markets because the state enterprise 
responsible for forestry resources has been reorganized 
and streamlined and it has purchased new production and 
transportation equipment. In addition, the export of high 
priced parquet floors is expected to increase at a very 
rapid rate in the next 2 years. The future outlook for 
the timber industry is bright and constitutes one positive 
area of economic development in GB. 


Fishing. The fishing waters off GB are a rich natural resource 
The GOGB has recently attempted to preserve this -resource by 
strict limitation of fishing licenses for countries operating 
vessels in the waters of GB. Illegal fishing in the coastal 
waters by vessels from the Republic of Guinea and a dispute 
with that country over the maritime border have surfaced 

as present problems. While the domestic market is also 
supplied, the bulk of the annual fish and shrimp catch is 
exported. 


Significant exports of fish and shrimp only began in 1976. 
In 1977, these sea products made up 19 percent of total 
exports - 82 million pesos. In 1978, almost all the shrimp 
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catch and nearly one-half of the fish catch were exported. 
In terms of value, shrimp accounted for four-fifths of 

the combined value of the two products in 1978. value of 
fish exports in 1978 fell to less than one-half the 1977 
level because of a sharply reduced catch, while shrimp 
earnings were maintained because an increase in volume was 
offset by lower prices. Lower fish landings in 1978 

were attributed to delays in repairs of the fleet but this 
is expected to be corrected during 1979. Still, other 
problems plague the industry. There is a lack of on-shore 
refrigeration units (stationary and mobile)and a deficient 
transportation system. These factors hinder export and 
distribution considerably. Understandably, the supply to 
the domestic market is often sporadic and uneven. 


The GOGB operates jointly owned fishing companies with the 
USSR (Estrela do Mar), the French (SEMAPESA), and a largely 
defunct joint venture with Algeria (GUIALP). A new fishing 
accord was recently signed between the GOGB and the EEC 

in order to increase fishing exports and to train technical 
personnel. This plentiful natural resource will, in the 
future, be a vital component of any progress in economic 
development. 


Industry. Industry is not well developed in GB due to 
fundamental deficiencies in the human and physical infra- 
structure, not to mention the small internal market. What 
industry exists is geared towards import substitution, with 
some export. The ownership of the industry is divided into 
the private, mixed, and public sectors. 


The government has a pragmatic approach to the small, 

private industrial sector, avoiding bureaucratic or ideo- 
logical harassment. There is a demand for privately produced 
local products with a potential for expansion. This is 

also true for the mixed sector, particularly the beer and 
fishing industries. 


The public sector is the largest sector in industry. A 
great emphasis is placed on public industry by the GOGB 
for eventual growth and success. All public firms are 
given extensive and costly protection by the government. 
An example of this optimistic approach to public industry 
is the Cumerd Agro-Industrial Complex. Presently under 
construction and expected to be completed next year, the 
project will eventually process 70,000 tons of groundnuts 
and 50,000 tons of rice. The plant is a capital intensive 
undertaking and illustrates the attraction of the "big 
project" concept in development. The GOGB expects that the 
complex will handle the bulk of rice, groundnut, and palm 
processing. 
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Most of the concerns in the public sector are heavily in 
debt and fully reliant on the GOGB for support. Further- 
more, the outlook in general for public industry is not 
bright. The poor condition of state-owned industry is 
due to a number of problems: overmanning; patronage; 
scarcity of reliable information; poorly located firms in 
terms of market, production, and geography; and most 
importantly, a weak physical and human infrastructure 
(problems of transport, lack of water and electricity, 
lack of trained personnel and programs). The future of 
industry in GB rests with the ability to solve these 
problems. 


Mining, Fuel, and Power. To date, none of GB's mineral 
resources have been exploited or utilized. Bauxite deposits 
were found in the Bod region in the 1950's but the ore was 
of too low grade to justify the huge investment in infra- 
structure (including a new port, a linking railway, 

and roads). Between 1975-1978, a Soviet geological team 
discovered further deposits and estimates of the reserves 
are now 200-250 million tons. But there are already numerous 
countries which mine and export bauxite so the demand for 
additional sources may be too limited at present to justify 
the necessary investment in infrastructure. 


Also in the late 1950's, drilling by Exxon indicated the 
possible existence of oil off the coast of GB, near the 
frontier with Senegal. But world prices were too low at 

that time for development. Since independence, several firms 
from Western countries and the United States have expressed 
an interest in resuming prospecting. Negotiations involving 
the terms of possible exploration and exploitation contracts 
are under way. 


The cost and availability of oil in GB remains an acute 
problem. The retail price is now approximately $4.00 per 
gallon and the supply of fuel, usually coming from Portugal, 
is sporadic. Diesel fuel is imported from the USSR but 
they accept payment only in US dollars, thus further ag- 
gravating GB's chronic balance of payment problems. 


Finally, GB has a large, untapped hydroelectric potential. 
It is hoped that this potential can eventually be utilized 
in order to solve the power shortages throughout the country 
and especially in Bissau. The government has long-term 
plans to raise the electricity output to 50 kilovolt hours 

a year, notably by building a major hydroelectric scheme 

on the Corrubal River. 
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Government Budget. For FY 1979 (calendar 1979), the GOGB 
approved Seeaniteares of 1,474,261,889 pesos ($43.36 million) 
with expected revenues of 890,348,889 pesos ($26.18 million) 
and a deficit of 583,913,000 pesos ($17.17 million). This 
deficit, 39 percent of the total budget, will be made up 

by contributions from donor countries, from grants and loans 
not tied up in specific projects. 80 percent of revenue 
sources stem from direct taxes (600 pesos head tax - 27 
percent), indirect taxes (customs, duties and mark-up on 
retail sales by the state-owned stores - 43 percent), and 
rent on property (10 percent). In the 1979 budget, public 
administration accounts for 20.5 percent, defense 16.7 
percent, education 13.8 percent, public health 9.4 percent, 
social services 6.6 percent, and all economic services 

in agriculture and industry 14 percent. The remaining 

19 percent of the budget includes all other government 
functions and services. 




















While statistics on inflation are not kept by the GOGB, 
it can be assumed that there is pressure on prices. For 

the foreseeable future, incremental increases in the price 
of many food, service, and household products will occur. 


Foreign Assistance. A large inflow of external assistance 
in the form of grants and loans covered most of the budget 
deficit in 1978 and is expected to do so again in 1979. 
The primary donors were Sweden, Holland, Portugal, West 
Germany, UK, EEC, and the USA. (The USSR and other bloc 
countries provide some technical and extensive military 
assistance). The projected budget deficit in 1979 is 

39 percent of the total budget and thus, these foreign 
grants and loans are essential to the economic stability 
of GB. The overall deficit in the balance of payments if 
estimated to have increased from SDR 5.3 million to SDR 
5.9 million in 1978. Net foreign assets of the monetary 
authorities became negative in 1978. This development was 
the result of further accumultation of commercial arrears 
representing payment to foreign suppliers for which the 
Central Bank could not provide the necessary foreign 
exchange. By the end of December 1978, these arrears 
amounted to SDR 8.4 million. 

















Investment. The GOGB has not yet developed an investment 
code, a foreign tax structure, or a development plan for 
investment. The lack of infrastructure in the country is 
also a limiting factor. Finally, concrete investment 
opportunities are scarce. Given these conditions, foreign 
investment in GB will be minimal in the foreseeable future. 
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PART B - Implications for the United States. Relations 
etween the GOGB and the United States Government have 
improved steadily since independence in 1974. Numerous 
GOGB officials are traveling to the US on USG-sponsored 


tours. Similarly, US academic, sports, and administrative 
personnel regularly visit GB for interviews and programs. 


GB will require large amounts of international assistance 

in the foreseeable future. The role of the US in this 

aid should continue. Opportunities will exist for American 
firms for contracts related to service and arrangements 

for USAID projects. In addition, the United States may 

continue to act as a donor country for foreign aid and emergency 
foodstuffs. 


US investment in GB will remain minimal in the near future 
until investment conditions improve. 
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All figures are estimates 


$1.00 = 34 pesos 


Export Earnings 


(in millions of 
SDR's) 


Value Shares of 
Total Export 
Earnings (in %) 


Balances of Payments 


groundnuts 
palm prod. 
fish 

shrimp 
timber 
cashew nuts 
other 


Total exports 


groundnuts 
palm prod, 
fish 

shrimp 
timber 
cashew nuts 
other 


exports 
imports 


(in millions of SDR's) 


Value of Exports 
and Imports 


(in millions of 
pesos) 


Exports-country 
of designation 
% of trade 


Imports-country 
of origin 
% of trade 


Income (Estimates) 


Trade Balance 


exports 
imports 


Trade Balance 


Portugal 
Africa 
EEC 
Others 


' Portugal 
EEC 
USA 
Others 


GNP 

GNP (per 
capita) 
Population 


4,65 


-27.10 
160 


1,012 


-852 


% U.S, GOVERNMENT PRINTING OFFICE : 


GUINEA-BISSAU ECONOMIC INDICATORS 


10.87 


-31,40 


-20.50 


427 
1,235 


- 808 


59 
31 
5 
5 


40 
20 

3 
37 


$116-155 million 


$150-200 
777,214 


1979—311-056/179 








